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SUBJECT: SECRETARY SIMON'S TALKING POINTS 

AS EMBASSY IS AWARE, SECRETARY OE TREASURY SIMON PLANS TO 
STOP IN GERMANY, FRANCE AND U.K. ENROUTE WASHINGTON EROM 
MIDDLE EAST DURING WEEK OE JULY 22. THESE STOPS WILL ENABLE 
HIM TO CONEER WITH TOP LEVEL OEEICIALS ON WIDE RANGE OE TOPICS. 
ITALIAN PROBLEM IS EXPECTED TO BE DISCUSSED AT ALL THREE STOPS. 
BEARING IN MIND CONVERSATIONS WHICH SECRETARY KISSINGER HAS 
HAD IN ROME, SECRETARY SIMON IS EXPECTED TO URGE GERMAN 
GOVERNMENT BOTH TO BE PREPARED TO RESPOND PROMPTLY TO ANY 
ITALIAN REQUEST EOR EINANCIAL SUPPORT AND TO PLAY A LEADER- 
SHIP ROLE IN ARRANGING ANY COORDINATED INTERNATIONAL APPROACH 
TO EINANCIAL SUPPORT EOR ITALY. 

EOLLOWING IS LULL TEXT OF DRAFT "TALKING POINTS" PREPARED EOR 
SECRETARY'S POSSIBLE USE IN CONVERSATIONS WITH GERMAN OEEICIALS 
AND, SUITABLY ADAPTED, EOR CONVERSATIONS WITH ERENCH AND 
BRITISH OEFICIALS AND PERHAPS SECRETARY GENERAL OE OECD. 
EMBASSY COMMENTS WOULD BE WELCOME. DRAET HAS NOT REPEAT NOT 
BEEN REVIEWED BY SECRETARY SIMON OR UNDER SECRETARY BENNETT. 
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BEGIN TEXT: 

1 . I AM ENCOURAGED BY THE RECENT DEVELOPMENTS IN ITALY. 

THE DOMESTIC RESTRAINT PROGRAM PUT TOGETHER BY THE GOVERN- 
MENT REPRESENTS A COURAGEOUS EFEORT. IT SHOULD SUBSTANTIALLY 
CHECK IMPORTS, FREE SOME RESOURCES FOR EXPORT AND POSSIBLY 
SUCCEED IN RESTORING CONFIDENCE. WHILE SOMETHING EVEN STRONGER 
MAY HAVE BEEN DESIRABLE, THIS PROGRAM IS PROBABLY THE MAXI- 
MUM POLITICALLY OBTAINABLE. 

2. EVEN IF THE PROGRAM DOES THE JOB IN THE LONG RUN THERE 
WILL BE SOME MONTHS BEFORE IT CAN HAVE MUCH IMPACT ON TRADE. 
WHEN THE PROGRAM IS IN PLACE, IT SEEMS LIKELY THAT THE ITALIAN 
GOVERNMENT WILL APPROACH ITS TRADING PARTNERS FOR MEDIUM- 
TERM FINANCIAL SUPPORT. WE CANNOT RISK A BASIC SHIFT IN THE 
POLITICAL STRUCTURE OF ITALY. IF THE ITALIANS CAN PUT THE 
PROPOSED PACKAGE INTO EFFECT, ITALY'S TRADING PARTNERS 
SHOULD RESPOND SYMPATHETICALLY TO SUCH A REQUEST. 

3. THE RESPONSE TO SUCH A REQUEST SHOULD BE PROMPT. CON- 
SEQUENTLY IT MAY BE THAT THERE SHOULD BE SOME VERY QUIET 
ADVANCE DISCUSSION OF CONDITIONS AND POSSIBLE COMPONENTS. 

IT WOULD BE HELPFUL IF THE FEDERAL REPUBLIC COULD TAKE THE 
INITIATIVE IN ORGANIZING ANY ADVANCE DISCUSSION AND IN DEVELOP- 
ING THE INTERNATIONAL RESPONSE TO AN ITALIAN REQUEST. IF 

THE ITALIANS SHOULD APPROACH THE U.S. WE WOULD LIKE TO BE 
ABLE TO REFER THEM TO THE FEDERAL REPUBLIC. 

4. CLEARLY INTERNATIONAL SUPPORT SHOULD BE CONDITIONED ON 
THE ADOPTION AND MAINTENANCE OF APPROPRIATE POLICIES IN 
ITALY. WHILE THE PRESENT PACKAGE MIGHT MERIT COMMITMENTS, 

IT MAY BE APPROPRIATE TO PHASE DISBURSEMENTS IN SUCH A WAY 
AS TO PROVIDE AN INCENTIVE FOR THE ITALIANS TO MAINTAIN THEIR 
PROGRAM OR INTENSIFY IT IF NECESSARY. PERHAPS THE NEW 
INTERIM GOVERNORS COMMITTEE BEING SET UP IN THE IMF COULD 
REVIEW THE ITALIAN SITUATION QUARTERLY AND DRAWDOWNS BE MADE 
CONTINGENT ON SATISFACTION WITH THE RESULTS OF THIS REVIEW. 

5. THE FULL AMOUNT OF ANY SUPPORT PACKAGE PROBABLY SHOULD, 
HOWEVER, BE ANNOUNCED AT THE OUTSET TO DRAMATIZE ITS MAGNI- 
TUDE AND OBTAIN MAXIMUM EFFECT ON CONFIDENCE. AT THE SAME 
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TIME IT SHOULD BE MADE CLEAR TO THE ITALIAN AUTHORITIES THAT 
THIS PACKAGE REPRESENTS THE MAXIMUM INTERNATIONAL SUPPORT 
WHICH THEY CAN EXPECT. 

6. WE WOULD THINK IT MIGHT ALSO BE MADE CLEAR TO THE 
ITALIANS THAT THEIR TRADING PARTNERS SHOULD NOT RESIST 

SOME DOWNWARD MOVEMENT OF THE EXCHANGE RATE IF THAT APPEARED 
NECESSARY IN ORDER TO BRING THE DEFICIT WITHIN THE LIMITS 
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OF THE RESOURCES MADE AVAILABLE. 

7. THE U.S. WOULD BE PREPARED TO PARTICIPATE IN AN INTER- 
NATIONAL PACKAGE WITH SUITABLE CONDITIONS ALTHOUGH THE SCOPE 
FOR OUR PARTICIPATION IS VERY LIMITED BECAUSE OF THE LACK OF 
LEGISLATIVE AUTHORITY. PERHAPS THE U.S. SHARE IN ANY 
ADDITIONAL FINANCIAL SUPPORT PROVIDED BY GOVERNMENTS BE 
ROUGHLY IN LINE WITH ITS SHARE IN ITALY'S IMPORTS. 

8. WE WOULD ALSO THINK THAT THE ITALIANS SHOULD BE EXPECTED 

TO APPROACH AT LEAST SOME OF THE MAJOR OIL PRODUCING COUNTRIES 
FOR SOME TYPE OF FINANCIAL SUPPORT. A QUARTER OF THE PACKAGE 
MIGHT COME FROM THESE COUNTRIES. 

9. WE WOULD PREFER THAT CREDITS BE EXTENDED WITHOUT THE USE 
OF GOLD COLLATERAL. IN OUR VIEW PRESSURE ON THE ITALIANS 
SHOULD BE PROVIDED BY THE INTERIM COMMITTEE REVIEW AND BY THE 
EXPLICIT LIMITATION ON THE AMOUNT OF INTERNATIONAL SUPPORT 
RATHER THAN BY THE USE OF GOLD GUARANTEES. 

10. IF YOU ARE PREPARED TO TAKE THE INITIATIVE ON THIS 
MATTER AND ARE INTERESTED IN FURTHER DISCUSSIONS, WE WILL 
MAKE APPROPRIATE SENIOR OFFICIALS AVAILABLE. 

END TEXT. KISSINGER 



CONFIDENTIAL 



NNN 



Deciassified/Reieased US Department of State EO Systematic Review 30 JUN 2005 




Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Message Attributes 



Automatic Decaptioning: Z 
Capture Date: 01 JAN 1994 
Channei indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: MINISTERIAL VISITS, SPEECHES, FOREIGN POLICY POSITION, ANTIINFLATIONARY PROGRAMS, FOREIGN COMMITMENTS 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 12 JUL 1974 
Decaption Date: 28 MAY 2004 
Decaption Note: 25 YEAR REVIEW 
Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: shawdg 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1974STATE1 50802 

Document Source: CORE 

Document Unique ID: 00 

Drafter: FLWIDMAN 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Film Number: D7401 87-0037 
From: STATE 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1974/newtext/t19740753/aaaabswu.tel 

Line Count: 139 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ORIGIN SS 

Original Classification: CONFIDENTIAL 
Original Handling Restrictions: EXDIS 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: 

Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: EXDIS 
Reference: n/a 

Review Action: RELEASED, APPROVED 
Review Authority: shawdg 
Review Comment: n/a 
Review Content Flags: 

Review Date: 22 MAY 2002 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <22 MAY 2002 by elyme>; APPROVED <26 FEB 2003 by shawdg> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 



Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: SECRETARY SIMON'S TALKING POINTS AS EMBASSY IS AWARE, SECRETARY OF TREASURY SIMON PLANS TO 
TAGS: PFOR, ETRD, IT, US, (SIMON, WILLIAM E) 

To: ROME 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 




